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Report  No.  93-013  October  27,  1992 

mi!morandum  for  director,  defense  research  and  engineering 

INSPECTOR  GENERAL,  DEPARTMENT  OF  THE  ARMY 

SUBJECT:  Quick -React ion  Report  on  the  Audit  of  the  Aray  contract 
with  the  University  of  Texas  at  Austin  Institute  for 
Advanced  Technology  (Project  No.  lcH-5012.01} 

We  are  providing  this  final  report  for  your  information  and 
use.  This  report  addresses  the  events  leading  up  to  the 
establishment  of  the  Institute  for  Advanced  Technology,  an  Army- 
eponsored  Federally  Funded  Research  and  Development  Center,  in 
May  1990,  and  the  proposed  contract  modification  to  significantly 
expand  the  activities  of  the  Institute.  This  audit  was  performed 
as  part  of  the  Special  Audit  of  Federally  Funded  Research  and 
Development  Centers  requested  by  the  Office  of  Federal 
Procurement  Policy  and  the  House  Appropriations  Committee. 
Management  comments  on  a  draft  of  this  report  were  considered  in 
preparing  the  final  report.  The  complete  text  of  the  comments  is 
in  Part  III  of  this  report. 

DoD  Directive  7650.3  requires  that  audit  recommendations  be 
resolved  promptly.  Therefore,  we  request  the  Army  provide 
additional  comments  on  Recommendation  3.  by  November  27,  1992. 

The  courtesies  extended  to  the  audit  staff  are  appreciated. 
If  you  have  any  questions  on  this  final  report,  please  contact 
Mr.  Garold  E.  Stephenson,  Program  Director,  at  (703)  692-3179 
(DSN  222-3179)  or  Mr.  John  M.  Gregor,  Project  Manager,  at 
(703)  692-3205  (DSN  222-3205).  The  planned  distribution  of  this 
report  is  listed  in  Appendix  D. 

Robert  j.  Lieberman 
Assistant  Inspector  General 
for  Auditing 

cc : 

Secretary  of  the  Army 
Director  of  Defense  Procurement 

Administrator,  Office  of  Federal  Procurement  Policy 
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AOOXT  MPORt  VO.  93-013 
(Projaet  No.  iCH-SOia.oi) 

QOICK-REACTIOW  KBPORT  OW  THB  ATOIT  OF  THK  AMIT  COUTRACT 
WITH  THE  UWIVBRSITY  OF  TBZRg  AT  RDSTIH 
IW8TITPTB  rOR  APVAMCgP  TSCHWQLOQT 

BxgcurryB  sommart 

XntroductioB.  Office  of  Federal  Prccureaent  Policy  (OFPP)  Policy 
Letter  84-1,  "Federally  Funded  Research  and  Developaent  Centers 
(FFROCs),"  as  implemented  by  part  35.017  of  the  Federal 
Acquisition  Regulation,  provides  Government-wide  policy  for  the 
establishment,  use,  periodic  review,  and  termination  of  FFROCs. 
This  policy  requires  agencies  to  rely  on  existing  in-house  or 
contractor  resources,  to  the  extent  practical,  for  satisfying 
special  research  or  technical  requirements.  This  audit  was 
performed  as  part  of  the  Special  Audit  of  Federally  Funded 
Research  and  Development  Centers  requested  by  the  Office  of 
Federal  Procurement  Policy  and  the  House  Appropriations 
Committee.  The  OoD  spr.nsors  11  FFROCs  with  annual  operating 
costs  of  about  $1.5  billion.  This  report  was  issued  because  the 
Army  proposed  to  expand  significantly  the  operations  of  the 
Institute  fcr  Advanced  Technology  at  the  University  of  Texas  at 
Austin  during  FV  1992  through  FY  1994. 

Objectives.  The  objectives  of  the  overall  audit  were  to: 

o  determine  whcth  tr  sponsoring  DoO  activities  adequately 
review  the  need  for  thwxr  FFROCs, 

o  assess  the  nature  and  extent  of  the  use  of  the  DoD 
FFROCs, 

o  determine  if  FFROCs  have  adhered  to  mission  statements 
and  sponsoring  agieements, 

o  determine  if  overhead  rates  were  develojaed  according  to 
Government  standards, 

o  determine  if  conflict  of  interest  regulations  were 
violated  within  the  FFROC  operation  or  structure  or  in  the  DoD 
relationship  with  these  organizations,  and 

o  evaluate  applicable  internal  controls. 

This  report  examines  the  requirement  for  establishing  the 
Institute  for  Advanced  Technology  as  an  Army  FFROC  and  the 
justification  for  a  proposed  modification  to  increase  the  scope 
of  the  FFROC  contract  from  $13  million  to  $97  million  for 
5  years.  He  will  issue  a  report  in  the  future  that  addresses  the 
other  objectives. 


Aud*'.  t  Rdsults.  Th«  audit  discloaad  that  tha  Arny  did  not 
tho . oughly  analyza  raquirananta  or  aaaaaa  altarnativa 
car abilities  for  aaating  ito  rasaarch  raqulraBants  prior  to 
escablishing  the  Institute  for  Advanced  Technology  as  an  FFRDC. 
Also,  the  proposed  $84  nillion  nodification  to  the  Institute's 
contract  was  not  adequately  justified.  Coapetition  for  the 
contract  to  establish  the  FFROC  was  unnecessarily  restricted,  and 
the  contract  was  awarded  without  adequate  price  competition.  The 
proposed  $84  million  sole-source  modification  significantly 
changes  the  scope  of  the  original  contract  award.  In  addition, 
the  Army  establishment  of  and  the  Army  plans  to  increase  the  use 
of  the  Institute  for  Advanced  Technology  as  an  FFRDC  are  contrary 
to  Government-wide  policy  of  relying  on  established  resources  for 
meeting  needs. 

internal  Controls.  No  material  internal  control  deficiencies 
were  identified  during  the  audit.  See  details  in  Part  1,  page  3 
fcr  a  discussior.  of  controls  assessed. 

Potential  Benefits  of  Audit.  Implementing  the  recommendations  in 
this  report  will  promote  compliance  with  Government -wide  policy 
of  relying  on  existing  capabilities^  for  satisfying  special 
research  needs.  Further,  increased  competition  in  the 
procurement  of  requirements  could  result  in  decreased  prices. 
The  potential  benefits  of  the  audit  are  listed  in  Appendix  B. 

summary  of  Raeoamendations.  We  recommended  that  the  Army  stop 
further  action  on  the  proposed  $84  million  modificction  to  the 
FFRDC  contract  and  reassess  its  needs  in  the  alectromschanics  and 
hypervelocity  physics  areas.  The  Army  should  identify  available 
alternatives  to  the  FFRDC,  to  include  expanding  in-house  staffing 
or  using  non-FFRDC  contracts,  or  both,  and  either  termina+'s  the 
FFRDC  contract  or  continue  under  current  funding  levels  for  the 
contract . 

Nanajc=;aat  Comments.  '^he  Assistant  Secretary  of  the  Army 
(Research,  Development  and  Acquisition)  and  the  Deputy  Director, 
Defense  Research  and  Engineering  (Plans  and  Resources)  concurred 
with  the  recommendation  to  stop  the  $84  million  modification, 
concurred  with  comment  to  reassess  research  needs,  and  partially 
concurred  with  the  recommendation  to  terminate  or  operate  the 
FFRDC  under  current  funding  ceilings.  The  Assistant  Secretary 
stated  that  a  new  funding  ceiling  of  $15  million  per  year  for 
FY  1992  and  FY  1993  was  proposed  to  and  approved  by  the  Director, 
Defense  Research  and  Engineering,  and  that  the  Army  planned  to 
transition  the  Institute  to  a  non-FFRDC  organization  in  FY  1994. 
He  stated  that  the  $15  million  funding  level  was  a  compromise 
recognizing  political  and  resource  priorities  and  constraints. 

We  request  that  the  Army  provide  additional  comments  on  what 
research  requirements  are  Included  in  the  increased  funding  in 
response  to  the  final  report  by  November  27,  1992.  A  discussion 
of  the  management  comments  is  included  in  Part  II  of  the  report, 
and  the  complete  texts  of  management  commentn  are  included  in 
Part  III  of  the  report. 
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This  report  was  prepared  by  the  Contract  Management  Directorate, 
Office  of  the  Assistant  Inspector  General  for  Auditing,  DoO. 
Copies  of  the  report  can  be  obtained  from  the  Infccmation 
Officer,  Audit  Planning  and  Technical  Support  Directorate, 
(703)  614-6303  (DSN  224-6303). 


The  Office  of  Federal  Procurement  Policy  (OFPP)  and  the  House 
Appropriations  Committee  requested  that  ve  examine  specific 
aspects  of  the  Federally  Funded  Research  and  Development  Centers 
(FFROCs)  sponsored  by  the  OoO.  The  objectives  of  the  audit  vere 
to: 

o  determine  whether  sponsoring  DoD  activities  adequately 
review  the  need  for  their  FFRDCs, 

o  assess  the  nature  and  extent  of  the  use  of  the  OoD 
FFBDCS, 

o  determine  if  FFRDCs  have  adhered  to  mission  statements 
and  sponsoring  agreements, 

o  determine  if  overhead  rates  were  developed  according  to 
Government  standards, 

o  determine  if  conflict  of  interest  regulations  were 
violated  within  the  FFROC  operation  or  stxructure  or  in  the  DoD 
relationship  with  these  organizations,  and 

o  evaluate  applicable  internal  controls. 

This  report  addresses  the  need  for  an  FFRDC  at  the  University  of 
Texas  at  Austin  (the  University)  Institute  for  Advanced 
Technology  (XAT)  to  conduct  research  in  the  area  of 

electromechanics  and  hypervelocity  physics.  One  or  more  reports 
issued  at  a  later  date  will  address  the  other  audit  objectives. 

This  report  is  being  issued  because  the  Army  Armament  Research, 
Development  and  Engineering  Center  (ARDEC)  prepared  a 

justification  and  approval  (J&A)  document  for  a  sole-source 
modification  to  the  contract  with  the  University  for  the  lAT,  an 
Army-sponsored  FFRDC.  The  modification  woulc.  have  increased  the 
scope  of  work  and  the  funding  ceiling  on  the  5-year  contract  for 
the  lAT  from  $13  million  to  $97  million.  Wo  concluded  that  the 
proposed  $84  million  modification  was  not  justified  because 
neither  the  original  contract  nor  t>ie  modification  was  based  on  a 
thorough  analysis  of  DoD  requirements  for  the  related  technology, 
the  availability  of  existing  private  sector  expertise,  and  the 
use  or  development  of  in-house  resources  to  provide  required 
support.  We  also  concluded  that  the  solicitation  of  the  basic 
contract  for  an  FFROC  was  not  adequate  to  ensure  full  and  open 
competition,  that  the  contract  was  awarded  without  adequate  price 
competition,  and  that  the  establlsliment  of  the  I  AT  as  an  FFRDC 
was  contrary  to  the  Government-wide  policy  of  relying  on  existing 
capabilities  for  satisfying  special  research  and  development 


nacds.  Accordinqly,  ;:^e  Aray  should  reavaluate  the  need  for  the 
lAT  to  be  an  FFRDC  r  .  acconplish  the  research. 

BacAqrovad 


OFPP  Policy  Letter  84-1,  "Federally  Funded  Research  and 
Development  Centers,"  as  implemented  by  subpart  35.017  of  the 
Fed  :’-al  Acquisition  Regulation  (FAR),  provides  policy  guidance 
for  the  establishment,  use,  periodic  review,  and  termination  of 
FFRDCs.  The  OFPP  letter  states: 


k(«nc(M  «ilt  r«iy,  te  th«  nttnt  pricttcabl*,  on  anUttni  In-haus*  and 
eantraeior  Muren  for  Mtiifying  thotr  tpoclol  rosoorch  or  drxtotaont 
noodi  cgnoiitont  ufth  Mtobliartod  procodufM  i««f»r  fho  Cconcoy  Act 
of  19S2  (31  u.S.C.  1313),  ottior  statutory  authority  or 

procursaont/sssistancs  rooulations.  A  thorough  atsasaiacnt  of  Misting 
sitarnatiy*  sourcos  for  aeoting  those  ncods  it  cspacislly  iaportsot  prior 
to  ostaPlishing  an  ffhOC. 


DoD  should  only  maintain  FFRDCs  when  it  can  be  clearly 
demonstrated  that  their  purpose  will  be  or  continues  to  be  of 
vital  importance  to  the  national  secuiity,  and  when  the  skills  or 
capabilities  needed  to  meet  that  purpose  are  not  commonly 
available  from  in-hc'^e  or  private-sector  resources. 

On  May  25,  1990,  the  Army  established  the  lAT  as  an  FFRDC  with 
the  award  of  contract  DAAA21-90-D-0009  for  5  years  at  an 
estimated  cost  of  $13  million.  The  lAT  was  established  to 
conduct  research  and  education  in  electromechanico  and 
hypervelocit>  physics  for  application  to  electric  gun  weapons 
systems  and  related  spin-off  technologies.  The  contract  was 
awarded  by  ARDEC  and  is  administered  by  the  Office  of  Naval 
Research  Resident  Representative,  Austin,  Texas.  The  Army 
provides  oversight  to  the  lAT  through  an  Institute  Executive 
Advisory  Board,  chaired  by  the  Assistant  Secretary  of  the  Army 
(Research,  Development  and  Acquisition)  (ASA(RDA)). 

S£SB1 

We  reviewed  documentation  related  to  the  establishment  of  the  lAT 
as  an  Army -sponsored  FFRDC  and  to  the  proposed  modification.  The 
aocumentation  included  decision  and  information  memoranda, 
justification  documents,  procurement  and  contract  files,  funding 
documents,  and  subcontract  information. 

This  portion  of  the  overall  program  results  audit  is  based  on 
work  performed  from  March  through  June  1992.  The  audit  was  made 
in  accordance  with  auditing  standards  issued  by  the  Comptroller 
General  of  the  United  States,  as  implemented  by  the  Inspector 
General,  DoD,  and  accordingly,  included  such  tests  of  internal 
controls  as  were  considered  necessary.  We  did  not  rely  on  any 
computerized  data  to  conduct  this  review.  The  activities  visited 
or  contacted  during  the  audit  are  listed  in  Appendix  C. 
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The  audit  disclosed  no  r.'.rial  internal  control  weaknesses  as 
defined  by  Public  Law  9.  iS,  Office  of  Manageoent  and  Budget 
Circular  A-123,  and  DoD  Directive  5010.38.  We  reviewed  internal 
controls  related  to  requirements  determination  and  contractor 
selection  practices  by  evaluating  the  Amy  compliance  with 
criteria  in  OFPP  Heacrandum  89'-21,  "Improving  Management  Controls 
Over  Governaent  Procurement,"  July  17,  1939,  and  Under  Secretary 
of  Defense  for  Acquisition  Memorandum,  "Certification  of 
Procureaent  Systems,"  in  the  award  of  the  ^sic  contract  for  the 
FFRDC  and  the  processing  of  the  proposed  aodif ication.  We 
concluded  that  DoO  and  the  Amy  had  established  adequate  internal 
controls  in  the  procurement  system. 

BiMguyyjga 

Requlrsaent  for  the  FFRPC.  in  March  1988,  a  University 
official  who  had  been  a  senior  DoD  official  at  tha  Defense 
Advanced  Research  Projects  Agency  (DARPA)  and  ARDEC,  briefed  the 
ASA(ROA)  on  a  proposal  to  establish  an  Amy  FFRDC  at  the 
University.  As  a  DoD  employee,  the  senior  official  initiated  and 
directed  the  National  Program  on  Electromagnetic  Propulsion  and 
the  DARPA  Hypervelocity  Mechanics  Program.  At  the  tiae  of  the 
briefing,  this  fomer  OoD  official  was  employed  by  the 
University's  center  for  Electromechanics.  The  Chancellor  of  the 
University,  who  also  was  a  former  senior  DoD  official  faailiar 
with  the  operation  of  FFRDCs,  supported  the  proposal.  The  Center 
for  Electromechanics  at  the  University  had  previously  perfomed 
research  and  development  work  in  support  of  the  Amy  tactical 
electrical  gun  system  demonstration  program.  A  chronology  of 
events  that  cover  establishment  of  the  lAT  as  an  FFRDC  and 
planned  expansion  of  the  I AT  is  at  Appendix  A. 

Based  on  Headquarters,  Department  of  the  Amy  officials' 
favorable  reaction  to  the  proposal,  and  a  subsequent  tasking  froa 
them,  the  ARDEC  prepared  a  J&A  document  to  award  a  sole-source 
contract  to  the  University  to  establish  an  FFRDC.  On 
July  22,  1988,  the  Commanding  General,  ARDEC,  forwarded  the  J(tA 
document  to  the  ASA(ROA).  In  the  transmittal  memorandum,  the 
Commanding  General  expressed  concerns  about  properly  publicizing 
the  requirement  for  an  FFRDC  and  the  lack  of  a  fomal 
requirements  document.  He  believed  a  knowledge  base 
existed  in  the  electromagnetic  gun  area  for  adequate  competition. 
On  August  8,  1988,  the  ASA(RDA)  requested  ARDEC  to  provide 
additional  infomation  on  these  concerns. 

In  a  memorandum  dated  August  24,  1988,  the  Commanding  General, 
ARDEC,  provided  the  ASA(ROA)  additional  infomation  on 
alternative  sources  for  meeting  research  needs.  His  memorandum 
stated  that  the  University  was  the  only  Amy  contractor  with  a 
large-scale  laboratory  capable  of  investigating  and  testing 
electromechanical  technology.  The  Commanding  General's  response 


further  stated  that  retention  of  the  University's  research 
capability  was  necessary  if  research  of  electronechanical 
concepts  was  to  continue  and  noted  that  establlshnent  of  an  FFROC 
was  a  v■^y  to  accomplish  this  objective.  The  Commanding  General, 
AROEC  requested  authority  to  proceed  with  the  award  of  a  sole- 
source  contract  to  the  University  to  establish  an  FFRDC  based  on 
retention  of  essential  research  capability. 

The  Army  Competition  Advocate  did  not  agree  with  the  J*iA  documwnt 
and  in  a  memorandum  dated  August  30,  1988,  expressed  concerns 
about  establishing  the  FFRDC  by  a  noncompetitive  contract  and 
about  the  lack  of  a  formal  requirements  document.  He  believed 
that  other  sources  could  meet  the  research  needs  of  the  Army. 
Also,  OFPP  Policy  Letter  84-1  required  a  thorough  assessment  of 
the  capability  of  existing  in-house  and  contractor  sources  to 
satisfy  research  needs. 

The  Array  did  not  thoroughly  evaluate  the  effectiveness  of 
alternative  sources  to  meet  identified  research  needs,  even 
though  many  in-house  and  contractor  sources  existed.  DoD 
activities  performing  research  and  development  in  aspects  of 
electric  gun  technology  included  ARDEC,  Ballistics  Research 
Laboratory  at  Aberdeen  Proving  Grounds,  Defense  Nuclear  Agency, 
DARPA,  Strategic  Defense  Initiatives  Organization,  Naval  Surface 
Weapons  Center  White  Oak,  Army  strategic  Defense  Command,  and  Air 
Force  Armaments  Technology  Laboratory.  Contractor  sources 
included  Kaman  Science  Land  Systems,  FMC  Corporation,  LTV 
Aerospace  and  Defense  Company,  General  Dynamics  Corporation, 
Westinghouse  Naval  Systems,  Sparta  Incorporated,  Kaxwe? 1 
Laboratories  Incorporated,  University  of  Texas  at  Austin  Center 
for  Electromechanics,  Systems  Planning  Corporation,  Science 
Applications  International  Corporation,  Physical  Sciences 
Incorporated,  BDM  International  Incorporated,  Lawrence  Livermore 
National  Laboratory,  Jet  Propulsion  Laboratory,  and  Lawrence 
Berkeley  Laboratory. 

On  May  5,  1989,  the  Secretary  of  the  Army  approved  the 
requirement  to  establish  an  FFRDC  and  directed  that  the 
procurement  be  competitive,  based  on  recommendations  from  the 
Army  General  Counsel  and  the  ASA(ROA)  .  On  June  12,  1989,  ARDEC 
issued  a  request  for  proposals  document  (DAAA21-69-R-0127)  for 
establishing  the  FFRDC  prior  to  ARDEC  developing  an  acquisition 
plan.  The  acquisition  plan  vns  not  completed  until  April  1990, 
after  the  proposals  received  in  response  to  the  solicitation  were 
evaluated . 

Requirements  analysis.  The  Army  did  not  perform  a  thorough 
requirements  analysis  prior  to  proceeding  with  contracting  for 
the  FFRDC.  The  basis  for  the  Army  decision  was  the  belief  that 
an  FFRDC  would  meet  Army  resea>*ch  needs  more  effectively  than  the 
existing  capability  in  industry.  ARDEC  personnel  believed  the 
establishment  of  an  FFRDC  to  conduct  basic  and  applied  research 
would  augment  and  bring  stability  to  the  Army-directed  efforts 
related  to  the  electric  gun  program.  The  FFRDC  would  also 


provida  training  to  DoO  paraonnal  and  facilitata  tachnoloqy 
transfer  into  industry  for  eventual  military  use.  We  did  not 
find  documentation  to  support  a  detailed  analysis  of  alternatives 
to  fulfill  the  role  envisioned  for  the  FFRDC,  such  as  use  of  in- 
house  personnel,  use  of  a  non-FFROC  contract  arrangeeent,  or 
both.  We  found  evidence  that  the  Amy  also  did  not  give  adequate 
'.onsideration  to  resource  costs.  Before  the  solicitation  vas 
issued,  AROEC  expressed  concern  to  the  Deputy  Assistant  Secretary 
of  the  Army  (Research  and  Technology} ,  regarding  the  level  of 
funding  authorized  for  the  contract,  because  it  vas  questionable 
whether  the  funding  profile  in  the  solicitation  was  realistic  or 
adequate  to  attract  the  number  and  quality  of  competitors  for 
optimum  competition.  The  funding  ceiling  for  the  procurement  was 
$13  million  for  5  years.  This  funding  profile  vas  included  in 
the  solicitation. 

OSD  actions.  In  August  19fl8,  the  Army  approached  the  Deputy 
Director,  Defense  Research  and  Engineering  (Research  and  Advanced 
Technology)  (the  Deputy  Director)  with  the  proposal  from  the 
University  to  establish  an  FFRDC.  The  Deputy  Director  requested 
the  Army  to  review  non-FFRDC  alternatives  before  making  a  final 
decision  to  establish  an  FFRDC.  In  a  memorandum  to  the  ASA(RDA} , 
dated  July  27,  1969,  the  Deputy  Director  reiterated  h's 
opposition  to  the  establishment  of  an  FFRDC  in  the  area  cf 
electromagnetic  propulsion.  The  Deputy  Director's  primat, 
argument  vas  that  in  1976  OoD  made  a  decision  to  eliminate 
laboratories  from  being  classified  as  FFRDCs,  with  the  except lor. 
of  the  Massachu^stts  Institute  of  Technology's  Lincoln 
Laboratory.  According  to  the  Deputy  Director,  the  work  performed 
by  these  laboratories  vas  not  unlike  work  performed  by  other 
universities  and,  therefore,  these  laboratories  should  not  be 
given  special  status  as  FFRDCs.  The  Deputy  Director  believed 
this  argument  also  applied  to  the  proposed  Army  FFRDC. 
Furthermore,  the  Army  had  not  identified  the  other  options  that 
it  considered  before  deciding  to  establish  an  FFRDC. 

In  a  memorandum  dated  November  30,  1989,  the  Secretary  of  the 
Army  (the  Secretary)  informed  the  Director,  Defense  Research  and 
Engineering  that  the  Army  had  comprehensively  evaluated  the 
capabilities  currently  inside  and  outside  the  Government  in  these 
technologies.  The  Secretary  stated  that  cancellation  of  the 
procurement  action  would  probably  evoke  severe  criticism  from 
industiy,  academia,  and  the  Congress.  The  Secretary  also  stated 
that  the  Army  would  make  a  final  decision  on  an  FFRDC  following 
completion  of  its  LAB  21  Study  and  prior  to  award  of  the  FFRDC 
contract . 

In  a  March  8,  1990,  memorandum,  the  Acting  Deputy  Under  Secretary 
of  Defense  for  Acquisition  informed  the  Secretary  of  the  Army 
that  the  proposed  FFRDC  was  not  consistent  with  the  policy 
guidelines  in  OFPP  Policy  Letter  84-1  and  that  the  establishment 
of  the  FFRDC  could  jeopardize  the  continuing  use  of  FFRDCs  by  the 
other  Services  and  OSD.  The  Acting  Deputy  also  stated  that  the 
Army  could  meet  its  needs  through  normal  contracting  channels. 


In  a  aeniorandUA  dated  May  16,  1990,  the  Secretary  of  the  Amy 
assured  the  Under  Secretary  of  Defense  for  Acquisition  that  it 
was  in  the  best  interest  of  the  Amy  and  DoO  to  proceed  with  the 
conti  act  award  to  establish  an  FFRDC  at  tl.e  University.  The 
Secretary  stated  that  his  staff  had  reviewed  the  congressional 
language,  law,  and  OoD  regulations  and  directives  governing 
FFRDCs  and  did  not  agree  with  the  OSD  staff  assessaent  that 
establishment  of  the  FFRDC  would  be  noncompliant.  Inconsistent 
with  the  Amy  LAB  21  Study,  or  even  too  limited  in  scope  to  be 
justified  as  an  FFRDC.  liie  Secretary  further  noted  that  the 
responses  to  the  competitive  solicitation  showed  potential  for 
tremendous  leverage  of  this  relatively  small  Amy  investment.  On 
May  25,  1990,  the  Deputy  Under  Secretary  of  Defense  for 
Acquisition  approved  the  award  of  the  contract.  The  Amy  did  not 
provide  documentation  on  their  review  of  requirements  for  the 
FFRDC. 

Competition.  ARDEC  sent  the  request  for  proposals  document 
(DAAA21-89-R-0127)  for  establishment  of  the  FFRDC  to 
112  prospective  offerers,  but  received  only  2  proposals.  The 
offerers  submitting  proposals  were  the  University  and  Picatinny 
Arsenal  Technical  Associates,  a  commercial  company.  Reasons 
cited  for  not  submitting  a  proposal  included  "lack  of  resources,” 
"not  in  a  position  to  respond,”  ”unable  to  meet  autonomous 
organization  requirements,”  ”lac)c  of  staff,”  "cannot  comply  with 
specifications,”  and  "management  decision  to  decline.”  The 
$439,100  proposal  from  Picatinny  Arsenal  Technical  Associates  was 
detemined  to  be  technically  unacceptable  because  it  failed  to 
address  many  areas  in  the  solicitation.  The  $13  million  proposal 
from  the  University  was  rated  acceptable  or  better  in  all  areas. 
The  University  proposed  establishing  the  lAT  as  an  autonomous 
organization  separate  from  its  Center  for  Electromechanics  and 
the  Engineering  Department. 

Picatinny  Arsenal  Technical  Associates  protested  the  elimination 
of  its  proposal  from  the  competitive  range  without  an  opportunity 
frr  a  best  and  final  offer.  The  ARDEC  contracting  officer  denied 
the  protest.  ARDEC  conducted  negotiations  with  the  University 
from  March  1  through  April  23,  1990.  The  University's 
$13  million  proposal  was  negotiated  at  the  $13  million  funding 
ceiling.  On  May  25,  1990,  ARDEC  awarded  contract 
DAAA21-90’'D-'0009  to  the  University  to  establish  the  lAT  as  an 
FFRDC. 

FFRDC  staffiaq.  The  University  appointed  as  the  lAT 
Director  the  former  senior  official  of  DARPA  and  ARDEC  who  made 
the  March  1988  proposal  to  the  ASA(RDA)  to  establish  an  FFRDC  at 
the  University.  The  University  also  appointed  as  the  ZAT 
Executive  Director  a  retired  Amy  lieutenant  general  who  had 
participated  on  a  DAPFA  study  that  assessed  electric  energy  gun 
systems  and  military  applications.  The  ZAT  filled  other  key 
positions  with  personnel  who  had  prior  involvement  with  the 
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•Isctric  gun  research  program.  The  lAT  currently  has  about 
50  employees.  Including  28  professional  and  22  administrative 
personnel . 

Subcontracts.  The  lAT  awarded  the  following  subcontracts 
with  private  sector  companies  to  support  j  ts  technical 
operations: 

o  Physical  Sciences,  Incorporated,  received  a  $111,098 
subcontract  to  assist  ZAT  with  evaluating  the  state-of-the-art  in 
hypervelocity  impact  mechanics  and  aerotharmodynaaics,  planning 
meetings  and  workshops,  and  participating  in  system  design  and 
analysis  of  hypervelocity  weapons  systems.  The  period  of 
performance  for  this  contract  was  October  1,  1990,  through 
September  30,  1991.  Subsequent  modifications  to  this  subcontract 
increased  the  funding  by  $62,062  for  additional  work  in  support 
of  the  aerophysics  program  and  extended  the  period  of  performance 
through  June  30,  1992.  In  the  sole-source  justification  for  this 
subcontract  dated  October  16,  1990,  the  Director,  lAT,  stated 
that  Physical  Sciences,  Incorporated,  had  unique  and  extensive 
expertise  in  hypervelocity  aerothermodynamics ,  in  hypervelocity 
terminal  ballistics,  and  in  implementation  of  new  technologies 
into  cost-effective  weapons  systems.  On  October  30,  1990,  the 
AROSC  contracting  officer  questioned  how  the  work  that  Physical 
Sciences,  Incorporated,  would  be  tasked  to  do  was  any  different 
from  that  which  the  FFROC  was  set  up  to  do.  The  contracting 
officer  requested  th^t  lAT  provide  additional  information.  On 
November  8,  1990,  lAT  provided  a  revised  proposal,  which  stated 
that  Physical  Sciences,  Incorporated,  would  provide  lAT  with  the 
services  of  a  nationally  recognized  technical  expert.  The 
revised  proposal  included  specific  technical  qualifications  and 
study  areas. 

o  Microelectronics  and  Computer  Technology  Corporation 
received  a  $110,001  subcontract  to  conduct  a  feasibility  study 
related  to  the  application  of  computing  technology  developed 
under  a  previous  OARPA-funded  contract  (MDA972-88-C -0013)  on 
hypervelocity  computations.  The  period  of  performance  of  the 
subcontract  was  December  10,  1990,  to  April  lO,  1991.  The  sole- 
source  justification  for  this  subcontract  discussed  the  expertise 
that  the  contractor  had  gained  through  OARPA- sponsored  research, 
and  also  the  fact  that  the  subcontractor  was  located  in  the  same 
office  complex  as  the  lAT. 

o  Burdeshaw  Associates,  Limited,  was  awarded  a  $17,008 
subcontract  to  assist  the  lAT  in  conducting  and  evaluating  the 
potential  of  hypervelocity  gun  technology  for  theater  missile 
defense  application.  This  work  involved  the  services  of  a 
retired  Army  lieutenant  general  for  about  lo  days.  The  period  of 
performance  of  this  work  was  May  7  through  August  31,  1991. 


The  lAT  also  incurred  costs  of  $74,786  for  the  services  of 
43  consultants  from  August  1990  through  Hay  1992. 


I 


yndlnq  _  oontraot  Mo^itiottcn.  In  January  1992,  XRDEC 
proposad  a  aodif  Icatl'in  to  incraase  tha  calling  in  tha  lAT 
contract  fron  $13  ■lllion  to  $97  million.  Tha  $13  million 
ceiling  on  tha  contract  was  allocated  for  fiscal  years  1990, 
1991,  1992,  1993,  and  1994  at  $1  million,  $2  million,  $3  million, 
$3  million,  and  $4  million,  respectively.  Tha  $84  million 
increase  is  allocated  over  fiscal  years  1992,  1993,  and  1994  and 
is  estimated  to  include  $45  million  for  simulation/modaling; 
$29  million  for  additional  funding  for  alactromechanics  and 
hypervelocity  physics  losearch,  training,  and  education; 
$6  million  for  Strategic  Defense  Initiatives  Organization 
support;  and  $4  million  for  other  Army  support.  Tlia  J&A  document 
for  the  proposed  $84  million  increase  states  that  the  original 
mission  and  scope  of  the  contract,  as  well  as  the  $13  million 
ceiling,  was  based  solely  on  the  Army  needs  and  investment 
strategy  as  projected  in  1989.  It  further  states  that  since 
1989,  the  DoD  posture  significantly  changed  with  increased 
emphasis  on  research  and  development  in  a  number  of  critical 
technologies,  including  hypervelocity  projectiles,  pulsed  power, 
and  simulation  and  modeling. 

Other  reasons  for  mcJifieatloii.  The  ZAT  wanted  funding 
raised  to  about  $30  million  per  year  to  attract  a  research  staff, 
to  operate  laboratories,  and  to  conduct  experiments.  A 
February  20,  1992,  memorandum  from  the  Director,  lAT,  to  the 
Deputy  Assistant  Secretary  of  the  Army  (Research  and  Technology) 
stated  that  the  $13  million  on  the  original  contract  was  not 
intended  to  be  the  total  funding  needed  to  operate  the  lAT  and 
that  the  lAT  could  not  be  expected  to  operate  under  the  celling 
in  the  contract.  The  Director  further  stated  that  if  the 
contract  ceiling  was  not  increased,  the  Army  should  change  the 
"customer  cap."  The  lAT  believed  that,  in  addition  to  ARDEC,  it 
would  receive  near-term  taskings  from  the  Strategic  Defense 
Initiatives  Organization,  the  DARPA,  the  National  Aeronautics  and 
Space  Administration,  ^nd  the  Army  Ballistics  Research 
Laboratory. 

The  Director,  lAT,  wanted  the  basic  contract  modified  to  conform 
to  other  DoD  FFRDC  contracts;  that  is,  to  include  a  5-percent  fee 
to  pay  for  expenses  that  are  not  specifically  allowable  or 
allocable  to  the  contract,  to  ease  cash  flow  problems,  and  to 
grant  authority  to  reallocate  funding  among  tasks,  as  long  as  the 
total  dollar  celling  on  the  contract  was  not  exceeded.  The 
Director,  lAT,  also  wanted  the  contract  statement  of  work 
rewritten  to  articulate  clearly  the  presently  accepted  scope  and 
mission  of  the  lAT  as  seen  by  the  Deputy  Assistant  Secretary  of 
the  Army  (Research  and  Technology) . 

A  contract  modification  would  be  needed  to  expand  the  mission  and 
scope  of  lAT  to  operate  the  Combined  Aims  Systems 
Engineerin‘:;/Battlef  ield  Integration  Center  (CASE/BZC)  facility 
and  to  perform  a  wider  range  of  prototyping,  testing,  and 
evaluation  efforts.  In  February  1991,  the  Deputy  Assistant 
Secretary  of  tha  Army  (Research  and  Technology)  requested  that 
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lAT  invMtigat*  acquisition  of  the  CASE/BIC  facility.  The 
General  Oynanics,  Fort  Worth  Division  (GO/FW)  had  approached  the 
lAT  about  participating  a*  a  subcontractor  on  a  DARFA^fundcd 
project  that  involved  prototype  applications  for  analysis  and 
evaluation.  One  of  the  first  applications  was  likely  to  be 
hypervelocity  weapons  in  an  electric  gun  configuration.  The 
Chancellor  of  the  University  was  receptive  to  the  Deputy 
Assistant  Secretary's  proposal. 

ConoressioBal  actions.  The  n  1992  Defense  Authorization 
Act  authorized  $15  aillion  for  tne  lAT  to  lease  and  operate  the 
CASE/BIC  facility  in  Fort  Worth,  Texas.  The  FY  1992  Defense 
Appropriation  Act  (Public  Law  102-72)  appropriated  $8  million  to 
the  Amy  lor  distributed  interactive  simulation  technology  in 
support  of  future  weapons  systems.  The  Act  requires  the  Amy  to 
provide  a  plan  for  the  use  of  the  facility  and  a  lease-purchase 
analysis  on  the  facility  to  the  Appropriations  Committees. 
Another  $15  million  was  appropriated  to  the  Amy  for 
hypervelocity  physics  research  and  development  in  support  of  the 
electric  gun  development.  These  appropriations  were  added  by 
Congress  and  not  Included  in  the  Army  buoget  submission  for 
FY  1992.  Increased  funding  for  th5>  lAT  could  result  in 
corresponding  cuts  at  other  DoD-sponsored  FFADCs  since  the 
FY  1992  Defense  Appropriation  Act  also  included  a  general 
provision  limiting  amounts  available  to  finance  DoO  FFRDCs  to 
4  percent  less  than  FY  1991  appropriated  amounts. 

gqaglttBlgji 

The  Amy  did  not  perform  a  thorough  requirements  analysis  or 
conduct  adequate  advance  planning  before  deciding  to  establish  an 
FFRDC  for  electric  gun  technology  needs  and  before  issuing 
requests  for  proposal  to  meet  those  needs.  Ho  real  competition 
existed  for  the  award  of  the  basic  contract  because  of  the 
inadequate  definition  of  the  mission  and  scope  of  the  FFRDC,  the 
restrictive  funding  profile,  and  the  exclusion  of  the  Pleat inny 
Arsenal  Technical  Associates  proposal  from  the  competitive  range. 
The  University  proposal  was  based  on  the  Amy  funding  ceiling 
rather  than  a  realistic  estimate  of  the  funding  needed  to  operate 
the  lAT  for  5  years.  The  proposed  modification  into  the  area  of 
simulation  and  modeling  and  the  additional  customer  funding  is  an 
expansion  beyond  the  scope  of  the  original  plans  for  the  FFRDC. 
A  market  survey  to  identify  competing  sources  for  these 
additional  services  has  not  been  conducted.  The  Amy  did  not 
comply  with  the  requirement  of  OFPP  Policy  Letter  84-1  in 
establishing  the  FFRDC. 


1.  We  raoommanded  that  the  Aaaistaot  secretary  of  the  Amy 
(Rsseareh,  Developmeat  and  Acquisition)  stop  further  action  on 
the  proposed  sole-source  modification  to  increase  funding  from 
fis  million  to  $97  million  on  contract  niua»er  OAAA21-90-D-0009. 


M«n*a— «nt  co«fnf .  Th«  Assistant  Secretary  of  the  Arey 
(Research,  Developaent  and  Acquisition)  and  the  Deputy  Director, 
Defense  Research  and  Engineering  (Plana  a*  d  Resourcas) ,  concurred 
with  the  reconmendation.  The  Assistant  Secretary  stated  that  the 
Amy,  with  the  concurrence  of  the  Director,  Defense  Research  and 
Engineering,  proposed  a  ceiling  of  S15  million  per  year  for 
FY  1992  and  FY  1993  for  the  lAT.  He  also  stated  that  the  Amy 
planned  to  trancition  the  lAT  to  a  non-FFRDC  organitation  In 
FY  1994  and  that  this  action  was  consistent  with  the  now  FFRDC 
Management  Plan.  The  Deputy  Director  stated  the  Amy  was 
reevaluating  its  needs  in  electroaechanics  and  hypervelocity 
physicc. 

2.  Ve  recommended  that  the  Assistant  Secretary  of  the  Amy 
(Research,  Development  and  Aeqaiaitlon)  reassess  research  needs 
relative  to  electroaechanics  and  hTpervelooity  physics  nnd 
related  resource  costs  and  identify  alternatives  to  the  Padarally 
Funded  Research  and  Developnenc  canter  for  accomplishing  these 
needs.  Alternatives  should  include  expanding  the  staffing  at  the 
Amy  Armaments  Research,  Development  and  Engineering  Center, 
using  non-Fedarally  Funded  Research  Development  Canter  contracts, 
or  both. 

Managamf ^ ^ ■  The  Assistant  Secretary  of  tne  Amy 
(Research,  Development  and  Acquisition)  and  the  Deputy  Director, 
Defense  Research  and  Engineering  (Plans  and  Resourcas) ,  concurred 
with  the  recommendation.  The  Assistant  Secretary  stated  that 
after  careful  review,  the  Army  and  the  Office  of  the  Director, 
Defense  Research  and  Engineering,  decided  that  for  FYs  1992  and 
1993  the  needs  of  tne  Army  and  Federal  Government  relative  to 
electromechanics  and  hypervelocity  physics  could  best  be  net 
under  the  currenc  FFRDC  arrangement,  funded  at  the  minimum 
responsible  level  of  $15  million  per  year.  He  also  stated  that 
the  decision  to  continue  the  lAT  as  an  FFRDC  until  FY  1994  was 
reflected  in  the  new  OSD  FFRDC  Management  Plan. 

3.  Re  recommended  that  the  Assistant  Secretary  of  the  Amy 
(Research,  Development  and  Acquisition) ,  based  on  the  results  of 
the  assessment,  either  teminate  the  contract  for  the  Federally 
Funded  Research  and  Development  Center  or  continue  its  operations 
under  the  current  f\indlng  ceiling  for  the  contract. 

Management  TTMItn^t  The  Assistant  Secretary  of  the  Amy 
(Research,  Development  and  Acquisition)  and  the  Deputy  Director, 
Defense  Research  and  Engineering  (plans  and  Resources) ,  partially 
concurred  with  the  recommendation,  and  stated  their  position  was 
to  fund  the  lAT  at  $15  million  per  year  during  FY  1992  and 
FY  1993.  The  Assistant  Secretary  stated  that  the  original 
funding  ceiling  of  $13  million  represented  the  only  fim  program 
funding  at  the  time  of  contract  solicitation  and  award,  and  that 
this  level  of  funding  was  not  sufficient  fcr  significant  research 
and  experimentation.  He  stated  that  the  $15  million  annual 
funding  level  for  FY  1992  and  FY  1993  was  a  compromise  that 
recognized  political  and  resource  priorities  and  constraints. 


Audit  r«»pen»».  The  fundi'^g  limit  of  $15  million  per  year 
for  FY  1992  and  FY  1993  lapresents  an  increase  in  funding 
for  the  lAT.  The  Army  response  does  not  identify  the 
research  requirements  covered  by  this  increase,  or  tdiether 
any  part  of  the  increase  relates  to  transitioning  tha  lAT  to 
a  non~FFROC  organization.  We  request  that  the  Army  provide 
this  information  in  response  to  the  final  report. 

Management  comments,  findingi.  Md  ggnclgffA01»«  11)0 
Assistant  Secretary  of  the  Army  (Research,  Development  and 
Acquisition)  disagreed  with  the  finding  and  several  conclusions. 
Re  stated  that  tha  Army  thoroughly  analyzed  requirements  and 
assessed  alternatives  over  a  2-year  period  prior  to  establishing 
the  FFROC  and  that  the  decision  to  proceed  with  establishing  the 
FFROC  was  made  based  on  adequate  and  complete  information  and 
included  a  September  1988  memorandum  to  the  Assistant  Secretary 
of  the  Army  (Research,  Development  and  Technology)  .  He  also 
stated  that  the  only  restrictive  aspects  in  the  competition  to 
establish  the  FFRDC  were  the  recjuirements  of  OFPP  Policy  Letter 
84-1.  Additionally,  the  Assistant  Secretary  stated  that  the 
Crsneral  Accounting  Office  had  summarily  dismissed  the  protest  by 
the  Picatinny  Arsenal  Technical  Associates  because  the  reason  for 
its  protest  was  not  valid. 

Audit  response.  During  the  audit,  we  requested  all 
documentation  In  support  of  decisions  by  the  Army  to 
establish  an  FFROC.  Among  the  documents  that  we  obtained 
was  the  September  21,  1988,  memorandum  from  the  Army  Deputy 
for  Technology  and  Assessment  to  the  Assistant  Secretary  of 
the  Army  (Research,  Development  and  Technology)  that 
discussed  the  pros  and  cons  of  the  University  of  Texas 
proposal  to  establish  an  FFRDC.  The  memorandum  recognized 
the  University's  proposal  to  establish  the  FFRDC-  and  stated 
that,  based  on  "extenelve  discussions  with  Army  leadership" 
and  an  "assessmont  from  the  Army  technical  community”  tha 
Army  should  continue  to  maintain  facilities  at  the 
University  in  the  areas  of  electromagnetics  and 
hypervelocity  impacts.  The  memorandum  stated  that  the 
benefits  to  the  Army  from  establishing  an  FFRDC  were 
increased  visibility  of  and  stability  to  the  research  effort 
at  the  University.  We  were  never  provided  nor  could  we 
locate  an  assessment  by  the  Army  technical  community  that 
concluded  tha  establishment  of  an  FFRDC  at  the  University 
was  absolutely  required  for  the  research  to  be  performed. 
In  regard  to  the  restrictive  aspects  in  the  competition,  the 
documentation  indicated  that  the  $13  million  funding  profile 
for  the  S-yaar  contract  for  the  FFRDC  was  also  a  reason  why 
some  potential  sources  did  not  submit  a  proposal.  Also,  the 
Comptroller  General  never  issued  a  decision  on  the  protest 
by  Picatinny  Arsenal  Technical  Associates,  because  the 
contractor  never  formally  requested  a  ruling  by  tha 
Comptroller  General. 


11 


APPENDIX  A  -  Chronoloqy  of  Events  on  the 

Institute  for  Advanced  Technology 

APPENDIX  B  -  Svuueary  of  Potential  Benefits  Resulting 
froa  Audit 

APPENDIX  C  -  Activities  Visited  or  Contacted 
APPENDIX  D  -  Report  Distribution 


or  gVEKTa  OH  TBB  ] 


JSSL 


.VV/.'>.W  1* 


Kareli  3,  !•••  >  A  representative  of  the  University  briefed  the 
Assistant  Secretary  of  the  Amy  (Research,  Development  and 
Acquisition)  (ASA(ROA))  on  a  proposal  to  establish  an  /jmy  FFROC 
operated  by  the  University. 

July  22,  19a8  -  The  connanding  General,  ARDEC  forwarded  a  J&A 
document  to  the  ASA(RDA)  for  approval  to  award  a  sole-source 
contract  to  the  University  to  establish  an  FFROC. 

August  a,  1388  -  The  ASA(RDA)  directed  the  Connanding  General, 
ARDEC  to  provide  additional  information  regarding  establishnent 
of  an  FFRDC. 


August  24,  1988  -  The  Connanding  General,  ARDEC  provided 
additional  information  requested  by  the  ASA(RDA)  and  requested 
authority  to  proceed  with  the  award  of  a  sole-source  contract  to 
the  University  to  establish  an  FFRDC. 

August  30,  1988  -  The  Amy  Competition  Advocate  nonconcurred  with 
the  proposed  sole-source  contract. 

September  21,  1988  -  In  a  nenorandun  to  the  ASA(RDA),  the  Amy 
Deputy  for  Technology  and  Assessment  discussed  a  proposal  to 
establish  an  FFROC  at  the  University  of  Texas  and  recommended 
pursuing  the  establishment  of  the  FFRDC. 

September  22,  1988  -  In  a  memorandum  to  thtf*  ASA(5U}A) ,  the  Amy 
General  Counsel  reoonnended  that  the  recpiirenent  for 
establishment  of  an  FFRDC  be  '.ompeted. 

March  14,  1989  -  In  a  meaorandua  to  the  Secretary  of  the  Amy, 
the  ASA(R0A}  requested  pemission  to  compete  the  requirement  to 
establish  an  FFRDC. 


May  S,  1989  -  The  Secretary  of  the  Amy  approved  the  requirement 
to  establish  an  FFROC  through  competitive  procurement. 

June  2,  1''89  -  In  a  memorandum  to  the  ASA(RDA) ,  the  ARDEC 
contracting  officer  questioned  whether  the  funding  profi7.e 
($13  million  for  5  years)  for  the  FFRDC  was  sufficient  to 
interest  an  adequate  number  of  gizalified  competitors  for  optimum 
competition.  He  cited  the  OFPP  Policy  Letter  84-1  prohibition  on 
FFRDCs  competing  for  other  Federal  procurements  and  noted  that 
the  University  had  received  $35  million  in  contract  awards  in 
research  related  to  electromechanical  guns  since  1983,  of  which 
$17  million  was  awarded  competitively, 

June  $,  1989  -  The  Commanding  General,  ARDEC  authorized  the 
issuance  of  the  request  for  proposals  document  in  advance  of  an 
approved  acquisition  plan. 
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Jua*  X2,  X999  -  ARDEC  issued  the  request  for  proposals  docuaent 
DAAA21-89-R-0127  for  the  FFRDC. 

July  14,  1*89  -  In  a  aemorandun,  the  ASA(RDA)  informed  the 
Deputy  Director  of  Defense  Research  and  Engineering  (Research  and 
Advanced  Technology)  of  plans  to  issue  a  competitive  solicitation 
to  establish  an  Army  FFRDC  for  electr>jin'>chanics  and  hypervelocity 
research . 

July  27,  1989  -  The  Deputy  Director  of  Defense  Research  and 
Engineering  (Research  and  Advanced  Technology)  informed  the 
ASAfRDA)  by  memorandum  that  he  continued  to  oppose  the 
establishment  of  an  FFRDC  in  the  area  of  electromagnetic 
propulsion. 

Movember  20,  1989  -  The  Deputy  Under  Secretary  of  Defense  for 
Acquisition  infc  Tied  the  ASA(RDA)  by  memorandum  that  the 
establishment  of  the  FFRDC  violated  the  policy  guidelines  of 
OPPP  Policy  Letter  84-1,  which  could  bring  unwarranted  attention 
from  the  Congress,  and  recommended  the  Army  meet  requirements 
through  more  conventional  contracting  methods. 

Movember  20,  1989  -  The  Secretary  of  the  Army  informed  the 
Director,  Defense  Research  and  Engineering  by  memorandum  that  an 
evaluation  was  on-going;  that  cancellation  of  the  procurement 
action  would  evoke  severe  criticism  from  industry,  academia,  and 
the  Congress;  and  that  a  final  decision  on  the  FFRDC  would  be 
cade  after  completion  of  the  LAB  21  Study  but  before  award  of  the 
FFRDC  contract. 


Movimber  30,  1989  -  The  Secretary  of  the  Army  informed  the  Under 
Secretary  of  Defense  for  Acquisition  by  memorandum  that  the  Army 
was  reviewing  proposals  solicited  many  months  ago  and  upon  which 
responding  institutions  had  spent  considerable  funds  in  bid  and 
proposal  costs.  The  Secretary  stated  that  he  believed  an  FFRDC 
was  only  marginally  justifiable. 

March  9;  1990  -  The  Acting  Deputy  Under  Secretary  of  Defense  for 
Acquisition  informed  the  Secrerary  of  the  Army  by  memorandum  that 
the  proposed  FFRDC  was  not  consistent  wjth  the  LAP  21  Study 
results,  the  Army's  desire  to  build  up  its  in-house  capability  in 
research  and  exploratory  development,  or  the  policy  guidelines  of 
OFPP  Policy  Letter  84-1. 

April  18,  1990  -  The  acquisition  plan  for  establishment  of  an 
FFRDC  was  approved  by  the  Principal  Assistant  Responsible  for 
Contx'acting,  ARDEC. 

April  23,  1990  -  Contract  negotiations  with  the  University, 
which  had  begun  March  1,  1990,  were  concluded  by  ARDEC. 
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CTCHHOLOgY  (cont'd) 

Hay  3,  lf*0  -  The  Deputy  Assistant  Secretary  of  the  Aray 
(Research  and  Technology)  in  a  neaorandun  to  the  ASA(ROA) 
recoBoaended  award  of  the  FFROC  contract  and  stated  hla  belief 
that  establishing  an  FFRUC  was  not  contrary  to  TAB  21  Study 
recomaendat ions . 

Kay  4,  If  to  -  The  ASA(ROA}  in  a  aenorandua  to  the  Secretary  of 
the  Aray  stated  that  establishment  of  the  FFROC  was  consistent 
with  LAB  21  Study  results  since  the  capability  was  not  available 
in-houaa  in  the  near  term.  Ke  stated  that  the  Aray  was 
consolidating  and  building  its  in-house  capability  to  further 
pioneer  this  revolutionary  technology.  The  ASA(ROA}  further 
stated  that  the  Aray  could  be  severely  criticized  by  Congress  if 
the  procuraaent  was  canceled.  He  recoaaended  that  OSD  be 
notified  of  the  Aray  intention  to  award  the  FFRDC  contract. 

Kay  is,  IffO  -  The  Secretary  of  the  Amy  infomed  the  Under 
Secretary  of  Defense  for  Acquisition  by  aemorandua  that  he 
disagreed  with  the  OSD  staff  objections  to  establishing  an  '^PRUC; 
that  his  staff  had  detemined  the  Amy  proposal  complied  with 
law,  OFPP  and  DoD  regulations  and  directives,  and  Congressional 
report  language;  that  the  Aray  needs  could  not  be  met  by  other 
contractual  means;  and  that  the  Aray  intended  to  proceed  with  the 
award  of  the  FFRDC  contract. 

Kay  29,  IffO  -  The  Deputy  Under  Secretary  of  Defense  for 
Acquisition  approved  the  award  of  the  contract  based  on  the  Amy 
datemination  that  an  FFRDC  best  met  Amy  needs. 

Kay  25,  IffO  -  AROEC  awarded  contract  DAAA21-90-D-0009  to  the 
University  to  establish  the  lAT  as  an  FFRDC. 

January  30,  Iffl  -  The  Director,  lAT,  notified  the  Deputy 
Assistant  Secretary  of  the  Amy  (Research  and  Technology)  by 
letter  that  General  Dynamics,  Forth  Worth  Division  (GD/FW)  had 
requested  the  lAT  to  participate  as  a  subcontractor  on  a  research 
project  for  the  DARPA.  GD/FW  planned  to  use  its  Combined  Ams 
Systems  Engineering/Battlefield  Integration  Center  (CASE/BXC)  to 
perfom  the  rescarct<  work. 

Pebruainr  Xt,  Iffl  -  The  Deputy  Assistant  Secretary  of  the  Amy 
(Research  and  Technology) ,  the  Director,  XAT,  and  others  attended 
a  briefing  and  toured  the  GD/FW  CASE/BXC  facility.  General 
Dynamics  wanted  to  sell  the  facility  and  the  Deputy  Ass'.stant 
Secretary  of  the  Amy  (Research  and  Technology)  requested  the  lAT 
to  investigate  how  the  University  might  acquire  the  facility  and 
to  datemine  the  contract  modifications  needed  to  accommodate 
supporting  and  utilizing  the  facility. 
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TggHgffkQgl  (cont'd) 

Nay  13,  Iffl  -  Th«  National  Dafensa  Authorization  Act  for  Fiscal 
Years  1992  and  1993  (Mouse  Report  102-60)  recomnandad  an 
authorization  of  $15  aillion  for  the  lAT  to  lerse  and  operate  the 
CASE/ BIG  facility. 

August  2,  1991  -  The  first  meeting  of  the  lAT  Executive  Advisory 
Board  was  held,  and  the  Director,  lAT  discussed  deficiencies  in 
the  existing  FFRDC  contract. 

August  2<,  1991  -  Representatives  of  the  ASA(ROA),  ARDEC,  and 
lAT  met  to  discuss  changes  to  the  FFRDC  contract  in  response  to 
the  deficiencies  identified  by  the  Director.  lAT. 

November  29,  1991  -  The  Fiscal  Year  1992  Defense  Appropriation 
Act  (Public  Lav  102-72)  appropriated  $8  million  to  the  Army  for 
simulation  technology  in  support  of  future  weapons  systems 
subject  to  the  Army  providing  a  plan  on  the  use  of  the  CA5E/BIC 
facility  and  a  lease-purchase  analysis  on  the  facility  to  the 
.Appropriations  Committees.  Another  $15  million  was  appropriated 
to  the  Army  for  hypervelocity  physics  research  and  development  in 
support  of  electric  gun  development. 

January  31,  1992  -  ARDEC  prepared  a  J&A  document  proposing  a 
sole-source  modification  to  increase  the  fund  celling  on  the 
existing  FFRDC  contract  from  $13  million  to  $97  million  and  to 
increase  the  scope  of  work. 

February  20,  1992  -  The  Director,  lAT,  in  a  memorandum  to  the 
Deputy  Assistant  Secretary  of  the  Army  (Research  and  Technology) , 
discussed  inadequacies  of  the  original  funding  celling  and  needed 
changes . 

May  12,  1992  -  Headquarters,  Army  Materiel  Command,  Office  of 
the  Deputy  Chief  of  Staff  for  Acquisition,  requested  additional 
infoinnation  on  the  proposed  $84  million  sole-source  contr<''ct 
modification.  Requested  was  a  detailed  breakdown  of  the  funding, 
a  description  of  controls  to  ensure  that  only  legitimate  delivery 
orders  were  placed  with  the  FFRDC,  an  explanation  of  why 
competition  of  the  requirements  was  not  feasible,  and  an 
evaluation  of  lAT's  capacity  to  perform  the  additional  werx  in 
the  time  remaining  on  the  contract. 

June  5,  1992  -  ARDEC  provided  additional  Infomaation  to 
Headquarters,  Army  Materiel  Command  on  the  sole-source  contract 
modification. 
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Reconaendation 


Ajnount  snd 


Economy  and  Efficiency. 
Suspend  proposed  sole-' 
source  modification.  Im¬ 
prove  competition  and 
reduce  costs. 


Nonmonetary. 


Program  Results.  Improve 
compliance  with  OFPP 
policy  by  relying  on 
existing  capabilities  to 
satisfy  requirements. 


Nonmonetary . 


Program  Results.  Termi¬ 
nate  use  of  unnecessary 
FFRDC. 


Nonmonetary . 
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Deputy  Director,  Defense  Research  and  Engineering  (Plans  and 
Resources) ,  Washington,  DC 


Office  of  the  Deputy  Assistant  Secretary  of  the  Axiay 
(Research  and  Technology) ,  Washington,  DC 
Office  of  the  Deputy  Assistant  Secretary  of  the  Amy 
(Procurenent) ,  Washington,  DC 
Headquarters,  U.S.  Amy  Materiel  Coanand,  Alexandria,  VA 
U.S.  Amy  Amanent,  Munitions  and  Chenical  Command, 

Rock  Island,  XL 

U.S.  Amy  Amament  Research,  Development  and  Engineering  Center, 
Picatinny  Arsenal,  NJ 

U.S.  Amy  Ballistics  Research  Laboratory,  Aberdeen  Proving 
Grounds ,  MD 


Office  of  Naval  Research  Resident  Representative, 
Austin,  TX 

Qilisr 

Institute  for  Advanced  Technology,  Austin,  TX 
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Director,  Defense  Research  and  Engineering 
Director  of  Defense  Procurement 


Secretary  of  the  Army 

Assistant  Secretary  of  the  Army  (Financial  Management) 
Assistant  Secretary  of  the  Army  (Research,  Development  and 
Acquisition) 

Inspector  General,  Department  of  the  Army 
Comaander,  Army  Materiel  Command 

Commander,  Army  Armament,  Munitions  and  Chemical  Command 
Commander,  Army  Armament  Research,  Development  and  Engineering 
Center 

Director,  Army  Research  Laboratory 
Non»DoD 

Office  of  Management  and  Budget 

U.S.  General  Accounting  Office,  NSXAD  Technical  Information 
Center 

Chairman  and  Ranking  Minority  Member  of  the  Following 
Congressional  Committees  and  Subcommittees: 

Senate  Subconmittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Sexrvices 
Senate  Committee  on  Governmental  Affairs 
House  Committee  on  Appropriations 

House  Subcommittee  on  Defense,  Committee  on  Appropriations 
House  Committee  on  Armed  Services 
House  Committee  on  Government  Operations 
House  Subcommittee  on  Legislation  and  National  Security, 
Committee  on  Government  Operations 
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MAyAQPgMT 


CA 


DttfansA  Research  and  Engineering 
Departaent  of  the  Army 
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Dtraai  tisiMtci  MID  nraxvinzm  coiaaam 


OfTlCE  OF  THE  DI«ECTO«  OF 

defense  research  and  engineering 

•ASMI^CTON  OC  10*01  loaa 


AiE  25 


PROCWM  DIRECTOR,  INSPECTOR  GENERAL,  DoO 
(CONTRACT  NANACEMENT  DIRECTORATE) 

Quick'Raaction  Raport  on  tha  Audit  of  ttio  Aray 
Contract  ftth  tha  Univarsity  of  Taxaa  at  Austin, 
Instltuta  for  Advancad  Taehnoloqy  (Projact  He. 
ICM-SDli.Oi) 

in  rasponsa  to  tha  OoO  Inapactor  Ganaral  (IC>  raquast  of 
July  23,  iSt2,  to  raviaw  and  coanant  on  tha  IG'a  draft  raport  of 
tha  audit  of  tha  Instituta  tor  Advancad  Technology  (lAT) ,  I  as 
providing  tha  following  eoanonts. 


OoO  IG  Rocoaaaftdatioa  t.  Stop  further  action  on  tho  propotad 
sola-socrca  modliicmtioa  to  incraasa  funding  froa  tiJ  million  to 
St?  million  on  contract  nunhor  OAAAJl-SO-O-OOOt. 

Concur  with  DoD  16  roconsendatlon  for  tha  Aray  to  stop 
afferts  to  incraasa  tho  lAT  contract  cailing  from  til  ailllon  to 
STI  Billion.  Tho  Aray  is  roavaluating  its  naada  in  tho  areas  of 
olactroMchanies  and  hyparvoloelty  physics  s'td  Is  no  lonqar 
soaking  an  |S4  alllion  incrosso  in  this  contract. 


DoO  XG  rnmcommmadmtioa  3.  Raassaaa  rasaarch  naads  ralativo  to 
ojactroaachanlcs  and  hyporvoJocity  physics  and  roJatsd  rasourco 
costs  and  identify  alternatives  to  tha  radoraiiy  Funded  Rasaarch 
and  Ooveiopaant  Cantor  for  accuapliahing  those  naada  to  include 
aspaadiag  tha  staffing  at  tlio  Aray  Araaaants  Rasaarch, 

Dmvmlopmmmt  mud  Engineering  Canter  or  using  noa-PFRTC  contracts, 
or  Doth. 

Concur  with  DoO  IC  racoaaendation  that  the  Aray  rsassaas  its 
needs  ralativo  to  aloctroaechanics  and  hyparvelecity  physics  and 
dotamina  if  thora  are  altarnativas  to  offoctivoly  accoaplish 
this  rasaarch  and  dsvalopaont.  Novevar,  it  is  rocoaaandad  that 
tha  ongoing  rasaarch  and  davalo^Mnt  prograa  at  lAT  net  be 
interrupted  whila  tha  Aray  raassassas  Its  needs  in  those 
laportant  areas. 


DoO  IG  Racoaaendation  J.  Based  on  tha  results  of  the  aasassaant, 
aithar  tsrainata  iho  contract  for  tho  FFRDC  or  contiaua  its 
oparaCions  under  tha  currant  tunding  colling  for  tha  contract. 


I 
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DamsB  BMtBBca  mnd  BMiMinzin  cotoupwi  (cont'd) 


Concur  In  port  with  cn—int.  Concur  with  DoO  IS 
rocoMMAdotlon  that  tho  lAT  contract  contlnuo  Surlns  n  *3  omI 
rt  f).  xt  !•  tho  OORti  pooition  that  tha  tundlnf  colllnq  Curlnq 
rv  «a  and  nr  «l  ha  at  tho  $1M  por  yoar  lowaX  In  ordor  to  parnlt 
tho  Arwy  to  conduct  and  eoorplata  naeosaary  roaoarch  and 
anparlaontatlon.  tinco  it  la  (alt  that  noooaaary  work  can  ha 
Cdnplotad  during  rr  *i,  tha  naod  tor  continuing  or  tamlnatlng 
tho  contract  ahould  bo  aaaninad  hy  tha  Amy  and  apptopriata 
action  takan  in  accordanca  with  applheahla  rogulatiens  and  lawo. 


Paputy  Dlractor 

Batanaa  kaoaareh  and  Snglnaaring 
(Plana  and  kaaourcas) 
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DCI>AATMEI«T  Of  THE  ARMY 
oxnci  or  n«  mmntut  mcmtmr 
mtamtvm.  ac 


tamoMMcm  ron  insncton  eatnuL.  DOAimiarr  or  otroisc 

(AUDlTIIRi 

lUBJiXTi  0«iek  IbaaetlMi  Raport  on  Um  Audit  »f  tit* 

krmf  Contract  wltk  tha  Onlvaralty  of  Tasaa  at 
AuatiJi,  laatltuta  for  Advaitcad  Taehitolepy 
(rrejact  Ho.  iC«>soia.oi} 


Ttola  roopenda  to  yowr  Maarandun  of  roly  aa,  iMa, 
roquaatint  aeananto  on  tlM  aukjoet  draft  raport.  n>o 
Aray'a  raaponaa  to  aach  RaeoaaMndatlaa  and  our  ca—anta 
on  tka  flntingo  and  eoneiaoieno  ara  attackad. 

Xn  aanarol,  tka  JUnny  doaa  not  concur  witk  aany  of 
tho  flndlnpa  and  aaaaoyitlooo  eitad  nor  on  tho 
euneiuoiona  you  raaekod.  Mo  found  tka  draft  raport 
factuaXXy  doflciant  In  nany  raapoeta,  aa  aotod  la  tka 
attackad  oannanta.  Xn  particular,  tka  raport  fallo  to 
raeopnlto  currant  Amy  Initlatlvoa,  eoardlnatod  ultk 
tho  Offloo  of  tka  Dlroctor,  Oafanao  Raoaarek  and 
tnpinoorlnp,  to  aatakllak  raaaonaklo  fundlny  looolo  at 
tka  Znotituto  for  Advanood  Tocknolopy.  and  to  oxpXoro 
non-rrwie  altarnatlaaa  Ata  to  rapidly  arelTlnp  rtiaiiipao 
In  Oafanao  and  Podaral  prlorltlay.oiid’ tdCBkical 
direction.  ^  ^  ) 


*1ttkpkan  K.  Conaar 
UR  Sacratary  of  tha  Amy 
^Qaaolapnint  and  Acquloltlon) 


Attachaant 

cr> 

COM 

tA16-PA 


DIVJUtTMXMT  or  TXl  AUR 


(cont'd) 


coNXBirrs 
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DEgAMMEMT  OF  THE  ARMY  rOiMENTS 
TUSPRCTOR  GrNERAL.  DOS,  PRATT  tVJiat-RKArTIQM  REPORT 
PROJEg  MO.  ^CarSQU.Ol 


Although  th*  Xray  9«n*rally  concurs  «lth  ch«  Racoswandstloni 
as  ssplsinad  ia  th«  follo«t>i9  rasponsss,  aa  do  tM>t  concur  uith 
•any  of  tbt  findings  and  eor.clualoos  cf  tha  Inspactor  Canaral,  as 
further  discussed  balou. 

1.  IG  Racoaaandatlon-.  Atop  C«cth*r  aartlaa  a*  tha  ptopasad 
saXa-aanrea  aadifleattaa  ta  iaacaasa  taadlap  (cm  IU  all 
ta  lAT  all  aa  eaatcaet  aoabar  oaJUt21*fO' dOOA. 

DA  Position:  Concur.  The  proposal  to  Increase  proqraa  and 

contract  fundinq  to  the  $97  atllton  iaval  «as  aaanded  uoete  tiaa 
aqo.  The  Aray,  for  vsrlovs  pro9raaaatlc  reasons,  and  with  tha 
concurrence  of  DDBtt,  has  proposed  a  contract  celllnq  of  >1X  all 
per  year  for  rT92  and  PYll.  Tha  Araqr  Intanda  to  transition  tha 
Irstltute  for  Advanced  Tachsolopy  to  a  non-radarally  rundad 
Research  aid  Davalopeant  Canter  irritac)  orfanlsatlon  In  ryss. 

This  action  Is  consistent  with  tua  now  DeO  PTRDC  Msnaqaaant  Rian. 


2.  IG  Racoa«andat  Ion ;  Raassaaa  rasaareh  sssda  raXatXaa  to 

alactraaaehssles  sad  hyparwaXecitp  physics  sad  ralatad 
rasascea  easts,  sad  Idastlfp  aXteraatlvas  ta  tha  radarslly 
raadad  Kasaareh  asd  DaaaXapiaast  Castas  far  saeaapllshlaf 
these  saada  ta  iaelsda  aapaadtad  tha  stafflaf  at  tha  hray 
Axasaastt  Kasaareh,  Davalopaaat  aad  I•gt••arla9  Castas, 
ssisf  aaa'ITKDC  caatraetSr  as  a  esabiastlaa. 

DA  Resit Jon;  Coneur,  with  coBsMSt.  As  further  discussed 
below,  the  Aray  has  reviewed  this  aatter  for  soaa  tine  in 
coordination  with  OSD  anl  w.har  concarned  ayancias.  As  •  Batter 
of  policy,  the  Any  is  constantly  resssaasisy  its  rsssarch  needs 
and  Its  selsncs  end  tachnoloyy  bass  priorities  In  llyht  of 
ehanylny  threats,  technoloylcal  opportunities,  doctrine  and 
rssourcas.  After  careful  ravlaw,  tha  Aray  and  tha  OI>DRs>  decided 
that,  for  ths  pratant  (Py93/93),  tbs  needs  af  the  Any  and  the 
fadaral  Govarnoent  relative  to  elect roaacbanlcs  and  byparvaloclty 
phyalcs  raraareh  can  bast  ha  sat  under  ths  currant  fTROC 
arranysasnt,  funded  at  tbs  mlnlmarn  responsible  level  cited  above. 
Tha  considered  decision  to  continue  tha  lAT  at  an  rTRDC  until  RYtA 
Is  reflected  la  ths  nsv  OSD  rrKSC  Hsnayaunt  Rlsn. 


3.  IG:  Ksssd  os  the  raselto  af  tha  sssassaaat,  either 

tanisata  tha  eestract  far  tha  rrRBC  ar  caatlosa  Its 
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•pacatiuM  ■■<««  tk«  e«sa««t  f«a4i*f  aalllaf  Mtil  tka 
eaatraet  aapiaaa. 

DA  Poaltiea:  Cmcur,  In  pat:  vltb  coaMint;  noa-conear 
part.  (Saa  tka  raaponaa  to  Aacoamadattoa  2,  abowa.)  Aa  a  rasult 
of  our  coordiaatod  Baaaaaaont<  tha  Arvy  and  OOOAtC  dacldad  to 
eootiaua  undar  tba  mtoc  artaodawat  tbrouph  ntl.  Tha  daclalon 
to  aatabliah  aa  rntoc  la  not  aada  ildhtly,  aor  la  it  affactad 
aaatlr*  raqalraa  aatraordlaary  prapatatloo,  analyala, 
coordination,  public  notlcaa  and  Condraaaloaal  approval. 
Tanalnatlrd  tkia  apaclal,  and  auppoaadly  loaftara,  ralatlonahlp 
la  alao  a  vary  aarloua  daclaloa  and  a  dallbarata  procaaa  ta.y., 
orriea  of  radara.  Proeuraaaat  Policy  (OPPPI  Policy  lattar  14-1 
dlracta  that  apor-orlnd  apanelaa  notify  othar  tadaral  apaaelaa  of 
tkalr  latent  to  dlaaolva  an  moc  to  allow  tbaa  an  opportaaity  to 
aaauaM  apoaaoraklp) . 

Tba  erlylnal  fundlny  calllap  of  $13  nlllloo  rapraaaatod  tba 
only  flra.  proftaaMad  fuadlap  that  oould  bo  Idantlflad  at  tka  tlna 
of  aolleltatloB  and  award.  At  tha  tlaa,  all  partlaa  roeodniaad 
that  thla  loniBit  waa,  and  la.  Inaafflclant  for  any  alfnlfltant 
laboratory  raaaareb  and  asparlaontatloo.  and  that  tka  moc  would 
d'ow  dallbarataly  aa  It  naturod  and  attracted  fundlnp  froo  othar 
atureaa  and  othar  propraa  aanapara.  Tha  apraad  upon  lAT  fundlnp 
lawol  fer  rT$2/$3  of  $15  •llllon  par  yaar  la.  Itaalf.  a  coaproauaa 
wh'eb  raeornltaa  political  and  raaourca  prlorltlaa  and 
cot.'atralota. 

aaaamttr.  TO  te  rmniiae-*  ant.  >  .■awi.na ri^wa 
tw...-ripHn>.  If.  PtiMUnaa  and  Canclualona 

Tha  report  aaaarta  that  the  Anay  did  not  tkorowpbly  analyte 
ra<|ul<aoeota  or  aaaaet  altarnatlwa  capabilltiaa  tor  aaotlnd  Ita 
•alactric  pun*  technolofy  raaaarck  naada  prior  to  eatabllaklnu  lu# 
lAT  aa  an  fTPOC.  The  IG  furthar  found  that  tho  coapotltloa  for 
tba  contract  to  aatabllsk  tba  moc  waa  uanacaaaarlly  raatrlctad. 
and  that  tba  eomtract  waa  awarded  without  'adapnata  prlua 
eo^atltioo*.  Tha  IG  alao  found  that  tho  propoaod  $$4  nlllloo 
aolo-aoutce  aodifleatloa  to  tho  lAT  contract  would  hawa 
aldolflcantly  ebanpad  tba  acopn  of  tho  orlploal  ’contract  euard*. 
in  auiBMry,  tba  IG  eoncludod  that  tba  eatabl  lahnant  of  tbo  ITnoc 
by  tha  Amy,  and  plana  to  Ineraaaa  Ita  uaa,  are  ’contrary  to 
Gowornaant-wldt  nolicy  of  ralyinp  on  aatabllabad  raaoureoa  for 
•aatlop  naoda.’ 

1.  16  CObCUniOlt:  Tha  Amy  did  not  thoroupbly  analyao 

lepulraaaota  or  aaaoaa  altarnatlwo  capabilltiaa  for  aaotlap  Ita 
raaaareb  rapulraawnta . 

DA  ACSPGNSC:  konconcur.  Thla  laaaa  waa  addraaaad  thoroupbly  by 
tbo  Aray  on  aaversl  oeeaalona  owar  a  two-yaar  period.  In  July 
t$PS.  tba  Arap  conducted  a  narket  eurway  eon«l*rlnp  of  a  ravtaw  of 
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tha  capablXitlat  axlttin^  In  tba  (or-proflt  industry  ss  vail  at 
non-proflt*aiakln4  actiattlas  such  as  nscionsi  Isborstorles 
(Saadis,  Los  hlaaos,  hrookhavan  and  Jat  Propulsion).  In  August 
IPSI,  t>ia  Any  aqain  parfonaad  a  narkat  suraay  consisting  of  a 
raviaa  of  aslsting  last  tacllltias  and  Mllgun/tiactroaachanical 
asporianea  aaong  prl’-sto  industry  contractors  and  national 
laboratorlas.  In  Saptaster  19M,  a  nasnrandua  to  ASA(IU>A» 
proaidad  tha  pros  and  eons,  and  oltlaataly  a  racunaandatlon,  for 
procaading  with  tha  plan  to  astablish  on  rmc.  Plnaliy,  in  May 
IttO,  tha  Sacratary  of  tha  Arsqr  proaidad  an  Intonation  papar  to 
tha  Ondar  Sacratary  of  Dafansa  for  Acguisttlon  (OSD(A)I  which 
raitaratad  that  tha  Aray*s  naada  eoald  not  ba  aat  by  othar 
contractual  Mans.  Siaao  thaso  actions,  tha  Ansy  strongly 
dlaagreas  that  tha  analysis  was  not  thorough.  k!han  crastion  of 
tha  rrpDC  was  baing  eonsidarad,  sos*  individuals  dlsagraad  uith 
tha  Aray's  dacislon,  but  tha  daclsioa  was  hasad  on  adaguata  and 
coop'ata  inforaation  and,  aora  laportantly,  it  was  approvad  by  tha 
USD (A)  aftar  conaldaring  all  of  tha  facts. 

2.  IG  CQNCLUSIOW;  Tha  proposed  $•<  Billion  aodifleatlon  to  tha 
lAT  contract  iMs  not  baan  adagustaly  justiflad  and  significantly 
changas  the  scopa  of  tha  eont'set. 

OA  nsSPOMSC;  Venconcur.  This  conclasion  by  tha  1C  is  soot  slnca 
tha  Atay  has  raseindad  that  proposal.  Currantly,  a  mw  JtA  is 
baing  staffad  which  propesas  s  cailisg  of  SIS  sllllos  par  year  tor 
rYS2  and  FTS3.  This  funding  laval  is  eonsiatont  with  funding 
calling  in  tha  naw  OoO  rrhOC  Managaasst  Plan. 

The  stataMnt  that  tha  scops  of  tba  contract,  whathar  it  is 
for  SS4  ailllon  or  DO  Billion,  is  significantly  ehasgsd  is  not 
correct  froa  tha  standpoint  that  tha  scopa  and  slsstoa  of  tha 
rrrac  has  not  changed.  Tha  nature  of  tho  work  author  1  tod  and 
pisnnad  for  sssignasnt  to  tbs  FPliDC  is  not  being  chosgad  by  virtue 
of  this  action,  only  tha  funding  calling  level  is  changed.  As  was 
corrsetly  noted  in  tha  report,  tha  currant  funding  oslllng  in  tba 
contract  is  S13  aillios  for  S  ysars  through  PTPt.  At  tha  tlM  of 
tha  contract  award,  tha  Aray  recognised  s  need  to  eventually 
Incraaaa  tha  calling.  At  that  tisa,  howawar,  there  ass  no  basis 
for  any  hl>har  figure.  The  basis  now  salats  sod  is  folly 
ssplsinsd  io  the  propossd  JtA,  which  accounts  for  both  slssion  snd 
custoasr  funding. 

Ths  propossd  inersass  in  tha  tusdiag  for  the  moc  it  not 
unpracadsotad.  Tha  GAO  looked  at  this  issus  in  Its  March  IPII 
report  to  Congress  on  rmoCs.  In  ctagwTison,  Llncola  Laboratorlas 
fundlog  growth  incrassad  by  72t  froa  rypT-Ki  DOO  fusdlng  of 
Lawrence  livaraors  hstional  Laboratory  incrassad  by  2S(S  froa 
FTD-tC,-  DOO  funding  for  Los  AIssms  hatlonsl  Laboratory  incrassad 
by  3<lt  froa  FYD-lt.  Although  these  Institutions  have  bean  in 
asistanca  for  soaa  tlM,  it  la  apparent  that  their  uaa  haa 
incraaaed.  An  increase  in  tha  utilisation  of  tho  lAT  had  Also 
baan  sntlelpatad. 
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3.  IG  COMCUJStOM:  Coapatltlon  for  tb*  contract  to  aatabllah  cba 
FFROC  itaa  unnteasiarily  raatrlctad. 

OA  RISPOMSC;  Nonconcat.  Th«  only  raatrlctlv*  aapacts  In  tha 
coapatltion  to  aatabllsh  tha  mu>C  vara  tha  raq-jlrnaanta  of  orPF 
Policy  {.attar  It*!  Dhlcb  atipulataa  crltarla  for  aatabliahlny 
FFRDCa.  Although  at  ana  point  tha  Aniy  did  conaidar  a  aola  aoorea 
contract  lad  atratady.  onca  it  was  dacidcd  to  procure  on  a  full  and 
opaa  coasMtitlon  basis,  avarytbl.id  possibla  was  dona  to  rasurs  tbs 
coaipatitioft  was  not  uanacassarily  rsstricttd.  As  ths  OPPP  latter 
rsduiras,  tbara  wars  thraa  notleas  in  tha  Coassarca  Bosinass  Dally 
as  wall  as  tha  Fadaral  Mdlstar  notlfyind  industry  sad  scadaaia  of 
tha  plannad  proeuraasnt.  Thara  was  a  pra'proposai  coafaranca  bald 
ia  which  proapactlaa  offarars  wara  abla  to  ask  any  and  all 
duastloos  and  aaka  any  suddostlona  for  chandas  to  aithar  tha 
Any's  solicitation  or  stratadV  to  aatabllsh  an  FTIiSC.  Thara  wara 
112  raduasts  for  coplaa  of  tha  solicitation  froa  intarastad 
partiaa.  As  recounted  in  tha  16  raport.  tha  feedback  Iron 
industry  for  not  rotpondind  with  a  proposal  ware  aaried  and  not 
atypical  of  tbo  raasona  for  faillnd  to  raapond  to  a  ‘normal*, 
coavlas  OoO  aolleltatioo.  Tha  IC  report  stataa  that  tha  fundlod 
profile  waa  rastrictlwa,  rafarrlnd  to  a  isamorandun  from  tha  PCO  to 
OASAfROA)  which  raiaad  tha  quaation  whether  $13M  woaid  be  funded. 
Procurement  raduiationa  prohibit  raduiramanta  balod  sollcitad, 
nadotlatad,  or  contracted  unlaat  there  ia  a  raasonabla  aapactatlon 
that  tha  raquiramanta  will  ha  funded. 

The  ZC  raport  also  stataa  that  tha  Dnivaralty  ef  Texas  at 
Austin  proposal  was  based  oo  tha  Aray  fundiod  ceilind  ratbor  tbaa 
a  rsallstie  satioats  ef  tha  fundind  naaded  to  operate  the  lAT  for 
i  yaara.  Aithoudh  it  waa  net  axprasaly  stated  la  tha 
solicitstien,  by  includind  the  fundind  profile  it  jpis  iaipliad  to 
all  offarars  that  tbair  preposala  should  be  structured  to  the 
fandlod  availsbla  catbar  toan  soma  hidhar  anttamta. 

Tha  most  likely  raasoa  that  only  two  offerors  submlttsd 
proposals  la  tsspoass  to  «.ha  solicitation  was  tha  strlnyant 
raqulramants  datallad  in  tha  OfPP  Policy  Latter.  A  raaiaw  of 
thMa  raduitemants  shows  that.  In  order  to  be  identiflsd  as  an 
FFABC  an  sctlwity  must,  amond  other  thlnds; 

1)  raealva  from  tha  Covarnamnt  tha  amjorlty  of  its  financial 
support  (TOt> 

2)  haws  aost  or  ail  of  Its  faellitlas  owned  or  funded  by  tha 
Government 

3)  be  oparsted,  nanadad  and/or  admioiatarad  by  aithar  a 
unlveraity  or  consortium  of  unlvaraltlaa,  other  non-profit 
ordanltation  or  Induatrlai  ordanitatlon  or  firm  as  aa  autonomous 
ordsnlsatlon  or  saparata  oparatlnd  unit 
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4)  <*4  t*  wtik  Mf  M«-rrMC  l«  to  • 

r«4«r*l  Mlleltatlwi 

Tka  akoaa  r*^l(«M«C»  an  t*  «M«t«  that  tiM 

U4a»aa<iaei  aa4  (raadM  ftaa  aoafltet  a(  iMataac  a(  tha 
ataaalaattaai  ata  aalatal*a«.  jathaafh  aaaaaaary,  tfea  raaaltla« 
afCact  ta  tltat  aaat  aataalaatlaaa  ata  aaallltaf  ta  aacayt  aach  aa 
arcaaaaaaat,  la  a»lta  af  tha  (aat  that  aaaaroaa  aaatractac  aaaraaa 
aaia  parfanaiaf  raaaacefe  and  daaalaaaaat  ta  aarlaaa  aapacta  af 
aiaetale  fia  taehaalatf. 


4.  te  OOMCkOSKai!  na  eeati'act  «aa  aaattfad  altbaat  adaqaata 
Klea  eoa^ltlaa. 

M  axsaOMti  Coacaa,  bat  tbara  aaa  aathiaf  lllafal,  Irrayalaa.  ar 
la^rapat  abaat  thla  aparaaab.  Tha  taia  'adaquata  ^rlea 
ean»atltiaa-  ia  aartataad  la  fM  IS.M4-1.  Xt  la  a  baaia  fat  aat 
raqalrlat  a  eeatraatac  ta  aabatt  eartlflad  coat  ac  peleiat  data, 
tt  eaa  alaa  aaraa  aa  a  haata  far  a  KD*a  datarataaclaa  that  a 
hrtca  la  a  fata  aad  taaaaaabla  aaa.  Xh  tha  eaaa  ad  tha  aaard  af 
tha  fTiae«  tha  fOO  aaaar  yXaaaad  ar  a^actad  that  thara  aaaXd  ha 
adafoata  Ml**  eaaanitUa.  Tha  altaraatlaa  aathad  af  datacmlalat 
that  a  trloa  ia  fair  aad  raaaaaahla  la  hr  aaalyaia«,  aralaatiat 
aad  aaqctlatlat  tha  aaat.  Thla  ia  alaa  tha  aaat  aaaaaaly  ar^loyad 
aat  had  af  dataralalaf  ^laa  raaaaaahlaaaaa  aa  a  aafottatad 
yracaraaaat,  aad  thla  la  tla  aathad  that  aaa  aaad  aa  tha 
praearaaaat  far  tha  ffMC. 


MBU<U'MkjaMaBS 

Tha  talXaalaf  additional  aoaaaata  ara  affarad  aa  athar  araaa 
af  tha  MO  to  rapactt 

I.  ra«a  Ss  Tha  raaart  atataa  that  aa  Oaaalicltad  frepcaal 
aaa  aabaittad  hy  tha  Oalaaraity  af  Taaaa  at  haatla  la  ITM.  Thara 
aaa  a  hrlaflaf  daaeriblaf  a  caaeaft  far  aa  iThOC  at  tha  Oaiaaralty 
af  Taaaa  at  haatla  aada  ^  Or.  Oarry  This  («Aa  laft  laaaraaaat 
aaralaa  at  hWh  la  IMT)  ta  hay  hray  laadarakly  la  March  X9M. 
hlthaayh  It  nay  haaa  haaa  daacrlhad  aa  aa  OaaoXlaltad  hrayaaal, 
aad  yarhaya  aaaa  hy  aaaa  tadlaldaala  ta  tha  hray,  «haa  tha 
■daeaaaat*  aaa  aahjactad  ta  a  raalaa  vm  rhh  XS.SM  tha  Aray 
datarmlaad  that  It  did  aot  tfoallfy  aa  aa  Oaaalicltad  Trayoaal  aad 
It  aaa  aat  traatad  aa  aach. 

X.  faya  X;  Tha  rayart  atataa  that  tha  MT  aaa  laaaad  Jaaa 
Ifll  aad  that  tha  Ae^taltlaa  riaa  aaa  aat  eeayXatad  aatll  hyrlX 
IfN.  Tha  rayart  laaaa  ta  layly  that  thla  aaa  laayyrayriata. 

■hlla  tha  hcay  (ayylaanat  ta  tha  rhs  rayalraa  that  aa  heqatoltlno 
hlaa  ha  ayyiaaad  yrlar  ta  ralaaaa  af  tha  aallaltatlao  aadar  nataal 
-aadltiana>  tha  rayalatlaaa  alaa  yraalda  far  aacaytlaaa  ta  thla 
raqalraaant.  Mch  aa  aacaytiao  aaa  yrayarad  aad  ayyiaaad  hy  tha 
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•fpro^rtata  anttorlty  ^rler  to  rolooM  of  tbo  •olleitotlen.  M 
oootlooo4  Lo  tko  (oporti  tlM  Ike^ialtlao  riao  •••  proporod, 
mv1ok«4,  004  apprevod  la  aeeocdaaeo  olth  aptacp  piocodoraa  prior 
to  award  o(  tta  ceotraet. 

3.  Papa  >:  Tho  Rtpert  atataa  that  tlia  AWMC  PCO  doolod  tho 
protrat  traai  Pltatlaap  Araaaal  Toehaleal  JUaoclataa  IPATA)  .  Hhlla 
tfela  la  troo.  It  la  alao  tnto  that  tho  protoat  «aa  anaaiarUy 
dlaalaaod  hy  tho  6*0  haood  oo  tho  fact  that  ho  6*0  did  aot 
eoMldor  fhTh'a  atatod  roaaoa  to  bo  a  valid  'oala  for  protoat. 

4.  Papa  •:  Tho  aoetloa  tortMd  *Ose  Approval*  doacrlboa  tho 
vorlooa  ooooraada  that  voat  hook  aod  forth  botvooa  tho  hjncy  aad 
tbo  000  vhlek  oaproaaod  vatloaa  eplnlooa  oa  tho  proa  aad  eooa  of 
oatabllahlaf  tho  PfUde.  Ihla  plvo  aod  taka  la  aot  vaaaoal  for 
doclalae-oaklay  la  tho  DeO  or  olaotritaro.  It  lo  worth  aophaalilay 
that  tho  Oadar  Socratary  of  Dofanao  far  Aeqclaltloa,  aftar 
eooaldarlap  all  of  tho  vlooo  and  racaoaandatlooa  of  hrwy  aad  OdO 
ataffa.  approvod  tho  avard  of  tho  contract  oatabllahlnp  tho  mu>C 
oadar  Any  aponaorahlp. 

5.  Papa  11:  hitheoffe  tho  atataaaata  aro  trwo  ropardlnp  tho 
appolatoaat  of  tonmr  prvornaMt  aoployooa  aad  oaporta  la  tho 
(laldo  of  lyporvoloclty  aad  tloct mooch aalco  to  tho  PPPOC  ata^'f. 
thoro  lo  aothlap  la  «aa  or  ropulatloo  which  prohlhlta  thla  aa  loop 
ao  tho  dtaodarda  of  Ceodoet  aro  aot  Infrlapod.  Iho  Aroy  haa  aa 
ovidoaoo  that  lafrlapoaoata  havo  oalstod  oc  oalat  at  proooat. 

4.  Papa  11:  fho  ooetloo  vhlch  oodrooaoa  ouheoatracto 
provldoa  variooa  facto  ropardlop  aohcootracto  which  woro  awardod 
by  tbo  fmse,  apporoatly  laplylap  that  oaoMthlap  lapropor  had  booa 
doao.  Ihoro  la  oo  prohlhltloa  oo  tho  award  of  sobconttocta  by  aa 
PPMC,  altbowph  tbo  OBdoat  Of  aoboentroctiap  is  alwaya  a  coacan 
ohlct  oaat  bo  ooaitorad.  Xft  for  aaaopio,  tbo  praoc  wara 
aabceotractlap  alpaiflcoat  portlooa  of  tholr  afforta>  it  olpht 
raloo  tba  paaotloo  of  tba  aocaaalty  for  ao  fPADC.  At  tho  tlao  of 
eootroct  award  tho  PThPC  aatloatad  fSOOIL  for  aubcontracta  durlap 
tba  eooraa  of  tho  contract«  which  la  not  cooaldorod  alpnlflcaat. 
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